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CITIES, COUNTIES AND LOCAL TAXING UNITS

CHAPTER 27
UTAH REFUNDING BOND ACT
Section
11-27-1.

Short title - Recital of authority
required on face of bonds.
11-27-2. Definitions.
11-27-3. Action by resolution of governing
body - Purposes for bond issue
- Exchange or sale - Interest
rate limitations inapplicable Principal amount - Investment of proceeds - Safekeeping and application of proceeds
- Computing indebtedness Payment of bonds - Combination issues - Laws applicable
to issuance - Payment from
taxes or pledged revenues.
11-27-3.5. Tax levy to pay state refunding
bonds - Sinking fund - Payments - Abatement of tax Investment of fund - Interest
rates on bonds - Security for
bonds.

11-27-1.

Short titleof bonds.

Section
11-27-4.

Publication of resolution - Notice
of bond issue - Contest of resolution or proceeding.
11-27-5. Negotiability of bonds - Intent and
construction of chapter - Budget for payment of bonds - Proceedings limited to those required by chapter - No election required - Application of
chapter.
11-27-6. Bonds and interest exempt from
taxation except corporate franchise tax.
11-27-7. Chapter inapplicable to certain
bonds and obligations.
11-27-8. Chapter controlling in conflict of
laws.
11-27-9. Prerequisites to issuance of state
general obligation refunding
bonds.
11-27-10. Legal investment status of refunding bonds.

Recital of authority required on face

This chapter shall be known and may be cited as the "Utah Refunding Bond
Act." All bonds issued under the authority provided for in this chapter shall
contain on their face a recital to that effect.
History: C. 1953, 11-27-1, enacted by L.
1981, ch. 43, § 1.

Cross-References. - Municipal bonds, refunding authorized, § 11-14-18.

COLLATERAL REFERENCES

Am. Jur. 2d. - 64 Am. Jur. 2d Public Securities and Obligations §§ 261 to 269.
C.J.S. - 64 C.J.S. Municipal Corporations
§ 1910.

11-27-2.

Key Numbers. 913.

Municipal Corporations

€=>

Definitions.

As used in this chapter:
(1) "Governing body" means the council, commission, board of county
commissioners, board of directors, board of trustees, board of education,
board of regents, or other legislative body of a public body designated in
this chapter in which body the legislative powers of the public body are
vested, and, with respect to the state, the State Bonding Commission
created under § 63-56a-l.
(2) "Public body" means the state or any agency, authority, instrumentality, or institution of the state, or any municipal or quasi-municipal
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corporation, political subdivision, school district, special district, or other
governmental entity now or hereafter existing under the laws of the
state.
(3) "Bond" means any revenue bond, general obligation bond, or refunding bond.
(4) "Revenue bond" means any bond, note, warrant, certificate of indebtedness, or other obligation for the payment of money issued by a
public body or any predecessor of any public body and which is payable
from designated revenues not derived from ad valorem taxes or from a
special fund comprised of revenues not derived from ad valorem taxes, but
excluding all of the following:
(a) any obligation constituting an indebtedness within the meaning of any applicable constitutional or statutory debt limitation;
(b) any obligation issued in anticipation of the collection of taxes
where the entire issue matures not later than one year from the date
of the issue; and
(c) any obligation payable solely from special assessments levied
on benefited property.
(5) "General obligation bond" means any bond, note, warrant, certificate of indebtedness, or other obligation of a public body payable in whole
or in part from revenues derived from ad valorem taxes and which constitutes an indebtedness within the meaning of any applicable constitutional or statutory debt limitation.
(6) "Refunding bonds" means bonds issued under the authority of this
chapter for the purpose of refunding outstanding bonds.
(7) "Advance refunding bonds" means refunding bonds issued for the
purpose of refunding outstanding bonds in advance of their maturity.
(8) "Issuer" means the public body issuing any bond or bonds.
(9) "Resolution" means a resolution of the governing body of a public
body taking formal action under this chapter.
(10) "Government obligations" means (a) direct obligations of the
United States of America, or other securities, the principal of and interest
on which are unconditionally guaranteed by the United States of America, or (b) obligations of any state, territory, or possession of the United
States, or of any of the political subdivisions of any state, territory, or
possession of the United States, or of the District of Columbia described in
Section 103 (a), Internal Revenue Code of 1954.
History: C. 1953, 11-27-2, enacted by L.
1981, ch. 43, § 1; L. 1984, ch. 6, § 1.
Amendment Notes. - The 1984 amendment added "and, with respect to the state, the
State Bonding Commission created under Sec-

tion 63-56a-1" to Subsection (1); inserted "the
state or" after "means" in Subsection (2); added
"all of the following" in Subsection (4); added
Subsection (lO)(b); and made minor changes in
phraseology, punctuation, and style.
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Action by resolution of governing body - Purposes for bond issue - Exchange or sale - Interest rate limitations inapplicable - Principal
amount - Investment of proceeds - Safekeeping
and application of proceeds - Computing indebtedness - Payment of bonds - Combination
issues - Laws applicable to issuance - Payment
from taxes or pledged revenues.

(1) Any formal action taken by the governing body of a public body under
the authority of this chapter may be taken by resolution of that governing
body.
(2) (a) The governing body of any public body may by resolution provide for
the issuance of refunding bonds to refund outstanding bonds issued by the
public body or its predecessor, either prior to or after the effective date of
this chapter, only:
(i) to pay or discharge all or any part of any outstanding series or
issue of bonds, including applicable interest, in arrears or about to
become due and for which sufficient funds are not available;
(ii) to achieve a savings; or
(iii) to achieve another objective that the governing body finds to
be beneficial to the public body.
(b) Any refunding bonds may be delivered in exchange for the outstanding bonds being refunded or may be sold in such manner, at such
terms, with such details, and at such price above, at, or below par as the
governing body may in its discretion determine advisable. The refunding
bonds may be issued without an election, unless an election is required by
the Constitution of Utah.
(c) It is the express intention of the Legislature that interest rate limitations elsewhere appearing in the laws of the state of Utah shall not
apply to nor limit the rates of interest borne by refunding bonds.
(3) Advance refunding bonds may be issued in a principal amount in excess
of the principal amount of the bonds to be refunded as determined by the
governing body. This amount may be equal to the full amount required to pay
the principal of, interest on, and redemption premiums, if any, due in connection with the bonds to be refunded to and including their dates of maturity or
redemption in accordance with the advance refunding plan adopted by the
governing body, together with all costs incurred in accomplishing this refunding. The principal amount of refunding bonds may be less than or the same as
the principal amount of the bonds being refunded so long as provision is duly
and sufficiently made for the retirement or redemption of the bonds to be
refunded. Any reserves held to secure the bonds to be refunded may be applied
to the redemption or retirement of the bonds, or otherwise, as the governing
body may determine.
(4) Prior to the application of the proceeds derived from the sale of advance
refunding bonds to the purposes for which the bonds shall have been issued,
these proceeds, together with any other legally available funds, including
reserve funds, may be invested and reinvested only in government obligations
maturing at such times as may be required to provide funds sufficient to pay
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principal of, interest on, and redemption premiums, if any, due in connection
with the bonds to be refunded or the advance refunding bonds, or both, in
accordance with the advance refunding plan. To the extent incidental expenses have been capitalized, these bond proceeds may be used to defray these
expenses.
(5) The governing body may contract regarding the safekeeping and application of the proceeds of sale of advance refunding bonds and other funds
included with them and the income from them, including the right to appoint
a trustee, which may be any trust company or state or national bank having
powers of a trust company inside or outside the state of Utah. The governing
body may provide in the advance refunding plan that until such monies are
required to redeem or retire the bonds to be refunded, the advance refunding
bond proceeds and other funds, and the income from them, shall be used to pay
and secure payment of principal of, interest on, and redemption premiums, if
any, due in connection with all or a portion of the advance refunding bonds or
the bonds being refunded, or both.
(6) In computing indebtedness for the purpose of any applicable constitutional or statutory debt limitation, there shall be deducted from the amount of
outstanding indebtedness the principal amount of outstanding general obligation bonds for the payment of which there shall have been dedicated and
deposited in escrow government obligations, the principal of or interest on
which, or both, will be sufficient to provide for the payment of these general
obligation bonds as to principal, interest, and redemption premiums, if any,
when due at maturity or upon some earlier date upon which the bonds shall
have been called for redemption in accordance with their terms.
(7) When a public body has irrevocably set aside for and pledged to the
payment of bonds to be refunded proceeds of advance refunding bonds and
other monies in amounts which, together with known earned income from
their investment, will be sufficient in amount to pay the principal of, interest
on, and any redemption premiums due on the bonds to be refunded as the
same become due and to accomplish the refunding as scheduled, the refunded
bonds shall be deemed duly paid and discharged for the purpose of any applicable constitutional or statutory debt limitation.
(8) Refunding bonds and bonds issued for any other purpose may be issued
separately or issued in combination in one or more series or issues by the
same issuer.
(9) Except as specifically provided in this section, refunding bonds issued
under this chapter shall be issued in accordance with the provisions of law
applicable to the type of bonds of the issuer being refunded in effect either at
the time of the issuance of the refunding bonds or at the time of issuance of
the bonds to be refunded. Refunding bonds and coupons, if any, pertaining to
them may bear facsimile signatures as provided in § 11-14-15.
(10) Refunding bonds may be made payable from any taxes or pledged
revenues, or both, which might be legally pledged for the payment of the
bonds to be refunded at the time of the issuance of the refunding bonds or at
the time of the issuance of the bonds to be refunded, as the governing body
may determine.
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History: C. 1953, 11-27-3, enacted by L.
1981, ch. 43, § 1.
Compiler's Notes. - The term "the effec-

11-27-3.5.

tive date of this chapter," referred to in Subsection (2), means the effective date ofL. 1981, ch.
43, i.e., May 12, 1981.

Tax levy to pay state refunding bonds - Sinking fund - Payments - Abatement of tax - Investment of fund - Interest rates on bonds Security for bonds.

(1) (a) Each year after issuance of refunding bonds by the State Bonding
Commission until all outstanding refunding bonds are retired, there is
levied a direct annual tax on all real and personal property within the
state subject to state taxation, sufficient to pay: (i) applicable refunding
bond redemption premiums, if any; (ii) interest on the refunding bonds as
it becomes due; and (iii) principal on the refunding bonds as it becomes
due.
(b) The rate of the direct annual tax shall be fixed each year by the
State Tax Commission at the rate fixed for state taxes and the tax shall
be collected and the proceeds applied as provided in this chapter.
(c) The proceeds of the taxes levied under this section may be appropriated to the applicable sinking fund.
(2) A sinking fund may be created by resolution of the State Bonding Commission for administration by the state treasurer. The resolution may provide
that all money deposited in the sinking fund, from whatever source, shall be
used to pay debt service on the refunding bonds.
(3) The Division of Finance, on or before any interest, principal, or redemption premiums become due on the refunding bonds, shall draw warrants on
the state treasury which the treasurer shall promptly pay from funds within
the applicable sinking fund. The amount paid shall be transmitted immediately to the paying or transfer agent for the refunding bonds.
(4) The direct annual tax imposed und1;ffthis section is abated to the extent
money is available from sources, other than ad valorem taxes in the applicable sinking fund, for the payment of refunding bond interest, principal, and
redemption premiums.
(5) The state treasurer may invest any money in sinking funds in accordance with Chapter 7, Title 51, State Money Management Act of 1974, until
the time it is needed for the purposes for which each fund is created. All
income from the investment of sinking fund money shall be deposited to that
sinking fund and used for the payment of debt service on the refunding bonds.
(6) The proceedings of the State Bonding Commission may specify the rates
of interest on the refunding bonds or the method, formula, or indexes by which
a variable interest rate on the bonds may be determined while the bonds are
outstanding.
(7) In connection with any refunding bond issued by the State Bonding
Commission the state treasurer may enter into arrangements on behalf of the
state with financial, and other institutions for letters of credit, standby letters
of credit, reimbursement agreements, and remarketing, indexing, and tender
agent agreements to secure the refunding bonds and for the payment of fees,
charges, and other amounts coming due under those agreements for the purpose of enhancing the credit worthiness of the refunding bonds.
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History: C. 1953, 11-27-3.5, enacted by L.
1984, ch. 6, § 2.

11-27-4.

Publication of resolution - Notice of bond issue
- Contest of resolution or proceeding.

(1) The governing body of any public body may provide for the publication
of any resolution or other proceeding adopted by it under this chapter in a
newspaper having general circulation in the public body.
(2) In case of a resolution or other proceeding providing for the issuance of
refunding bonds (or for a combined issue of refunding bonds and bonds issued
for any other purpose), the governing body may, instead of publishing the
entire resolution or other proceeding, publish a notice of bonds to be issued,
entitled accordingly, and containing:
(a) The name of the issuer.
(b) The purposes of the issue.
(c) The maximum principal amount which may be issued.
(d) The maximum number of years over which the bonds may mature.
(e) The maximum interest rate which the bonds may bear.
(f) The maximum discount from par, expressed as a percentage of principal amount, at which the bonds may be sold, and any deposit to be
required in connection with the sale.
(g) The times and place where a copy of the resolution or other proceeding authorizing the issuance of the bonds may be examined, which shall
be at an office of the governing body identified in the notice, during
regular business hours of the governing body as described in the notice
and for a period of at least 30 days after the publication of the notice.
(3) For a period of 30 days after the publication, any person in interest shall
have the right to contest the legality of the resolution or proceeding or any
bonds which may be so authorized or any provisions made for the security and
payment of these bonds; and after this time no person shall have any cause of
action to contest the regularity, formality, or legality thereof for any cause.
History: C. 1953, 11-27-4, enacted by L.
1981, ch. 43, § 1.

11-27-5.

Negotiability of bonds - Intent and construction
of chapter - Budget for payment of bonds Proceedings limited to those required by chapter
- No election required - Application of chapter.

(1) Refunding bonds shall have all the qualities of negotiable paper, shall
be incontestable in the hands of bona fide purchasers or holders for value, and
shall not be invalid for any irregularity or defect in the proceedings for their
issuance and sale. This chapter is intended to afford an alternative method for
the issuance of refunding bonds by public bodies and shall not be so construed
as to deprive any public body of the right to issue bonds for refunding purposes
under authority of any other statute, but this chapter, nevertheless, shall
constitute full authority for the issue and sale of refunding bonds by public
625
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bodies. Section 11-1-1 and Chapter 2, Title 66, however, shall not be applicable to refunding bonds.
(2) Any public body subject to any budget law shall in its annual budget
make proper provision for the payment of principal and interest currently
falling due on refunding bonds, but no provision need be made in the budget
prior to the issuance of the refunding bonds for their issuance or for the
expenditure of the proceeds from them.
(3) No ordinance, resolution, or proceeding concerning the issuance of refunding bonds nor the publication of any resolution, proceeding, or notice
relating to the issuance of the refunding bonds shall be necessary except as
specifically required by this chapter. Any publication made under this chapter
may be made in any newspaper in which legal notices may be published under
the laws of Utah, without regard to its designation as the official journal or
newspaper of the public body.
(4) No resolution adopted or proceeding taken under this chapter shall be
subject to any referendum petition or to an election other than as required by
this chapter. All proceedings adopted under this chapter may be adopted on a
single reading at any legally-convened meeting of the governing body. This
chapter shall apply to all bonds issued and outstanding at the time this chapter takes effect as well as to bonds issued after this chapter takes effect.
History: C. 1953, 11-27-5, enacted by L.
1981, ch. 43, § 1.
Compiler's Notes. - Chapter 2, Title 66,

11-27-6.

referred to in Subsection (1) of this section, was
repealed by Laws 1981, ch. 153, § 1.

Bonds and interest exempt from taxation except
corporate franchise tax.

All refunding bonds, and interest accruing on them, shall be exempt from
all taxation in this state, except for the corporate franchise tax.
History: C. 1953, 11-27-6, enacted by L.
1981, ch. 43, § 1; L. 1984, ch. 61, § 5.
Amendment Notes. - The 1984 amendment substituted "all taxation in this state,

11-27-7.

except for the corporate franchise tax" for "taxation in this state, including taxation under
the individual income tax laws and the corporate franchise tax laws of this state."

Chapter inapplicable
tions.

to certain bonds and obliga-

This chapter shall not apply to bonds or obligations payable solely from
special assessments levied on benefited property and to bonds or obligations
issued in anticipation of the collection of taxes where the entire issue matures
not later than one year from the date of the issue.
History: C. 1953, 11-27-7, enacted by L.
1981, ch. 43, § 1.
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Chapter controlling

11-27-10

in conflict of laws.

To the extent that provisions of this chapter shall be in conflict with any
other law or laws, the provisions of this chapter shall be controlling.
History: C. 1953, 11-27-8, enacted by L.
1981, ch. 43, § 1.
Severability Clauses. - Section 2 of Laws
1981, ch. 43 provided: "If any provision of this
act, or the application of any provision to any
person or circumstance, is held invalid, the re-

mainder of this act shall not be affected
thereby."
Effective Dates. - Section 3 of Laws 1981,
ch. 43 provided that the act take effect upon
approval. Approved March 28, 1981.

11-27-9. Prerequisites to issuance of state general obligation refunding bonds.
No general obligation refunding bonds of the state may be issued under this
chapter, unless (a) the tax provided in§ 11-27-3.5 is sufficient to pay annual
interest and to pay the principal of the refunding bonds within 20 years from
the final passage of the law authorizing the bonds to be refunded thereby, or
(b) the legislature has approved the issuance of general obligation refunding
bonds and provided for levying a tax annually, sufficient to pay the annual
interest and to pay the principal of the general obligation refunding bonds
within 20 years from the final passage of the law approving the refunding
bonds as provided in Article XIII, Sec. 2(11), Utah Constitution.
History: C. 1953, 11-27-9, enacted by L.
1984, ch. 6, § 3.

11-27-10.

Legal investment

status of refunding bonds.

Refunding bonds issued under this chapter are legal investments for all
state trust funds, insurance companies, banks, trust companies, and the state
school fund, and may be used as collateral to secure legal obligations.
History: C. 1953, 11-27-10, enacted by L.
1_984,ch. 6, § 4.
Severability Clauses. - Section 5 of Laws
1984, ch. 6 provided: "If any provision of this
act, or the application of any provision to any
person or circumstance is held invalid, the remainder of this ·act is given effect without the
invalid provision or application."

Effective Dates. - Section 6 of Laws 1984,
ch. 6 provided: "This act shall take effect upon
approval by the governor or the day following
the constitutional time limit of Article VII,
Sec. 8 without the governor's signature, or in
the case of veto, the date of veto override." Approved February 16, 1984.
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CHAPTER 28
RESERVED
CHAPTER 29
MUNICIPAL BUILDINGS AUTHORITY
ACT
Section
11-29-1.

Short title - Recital of authority required on face of bonds.
11-29-2. Definitions.
11-29-3. Organization of non-profit corporation as building authority Powers and duties.
11-29-4. Plans, specifications and estimated
costs submitted to governing
body.
11-29-5. Leasing contracts authorized - Required provisions of contract Term of contract.
11-29-6. Leasing contract prior to acquisition
of site or construction of project
authorized
Contractor's
bond.
11-29-7. Leasing contract provision for payment
of taxes,
insurance,
repairs, and improvements Provisions for subleasing.
11-29-8. Lease of project site to building authority - Purchase by authority.

11-29-1.

Short titleof bonds.

Section
11-29-9. Bonds issued by authority - Terms
and conditions.
11-29-10. Provisions for payment of bonds.
11-29-11. Provisions regarding security ior
payment of bonds.
11-29-12. Dissolution of building authority.
11-29-13. Property, rentals, and bonds exempt
from taxation except corporate
franchise tax.
11-29-14. Chapter supplemental to other laws
- Non-applicability of other
laws - Validation of existing
building authorities.
11-29-15. Publication of notice of proceedings
- Contest of proceedings.
11-29-16. Bonds as authorized investments Deposit of bonds.
11-29-17. Building authority deemed public
entity - Liberal construction of
chapter.
11-29-18. Chapter controlling in conflict of
laws.

Recital of authority required on face

(1) This chapter shall be known and may be cited as the "Utah Municipal
Building Authority Act."
(2) All bonds issued pursuant to authority contained in this chapter shall
contain on their face a recital to that effect.
History: C. 1953, 11-29-1, enacted by L.
1981, ch. 45, § 1.
COLLATERAL REFERENCES
Utah Law Review. - Utah Legislative
Survey - 1981, 1982 Utah L. Rev. 125, 177.
Am. Jur. 2d. - 56 Am. Jur. 2d Municipal
Corporations, Etc. §§ 541 to 548.

C.J.S. -

63 C.J.S. Municipal Corporations

§ 950 et seq.
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11-29-2

Definitions.

As used in this chapter:
(1) "Public body" means any city, county, or school district existing
under the laws of the state of Utah.
(2) "Governing body" means the council, commission, board of county
commissioners, or board of education of a public body in which the legislative powers of the public body are vested.
(3) "Building authority" or "authority" means a non-profit corporation
organized under this chapter by a public body as the municipal building
authority for that public body solely for the purpose of acquiring, improving, or extending one or more projects and financing the costs of them on
behalf of the public body.
(4) "Acquire" means to obtain or gain property of every kind or nature
which a public body is authorized or permitted by law to own, possess, or
hold or which has or may come into its possession or ownership by any
lawful means, including, but not limited to, purchase, lease, rental, sale,
contract, exchange, devise, bequest, gift, condemnation, donation, construction, or operation of law.
(5) "Project" means any improvements, facilities, or properties and appurtenances to them which a public body is authorized or permitted by
law to acquire, including, but not limited to, public buildings or other
structures of every nature or any joint or partial interest in same, which
improvements, facilities, properties, and appurtenances need not be situated within the boundaries of the public body.
(6) "Costs of a project" include:
(a) the cost of a site or sites;
(b) the cost of equipment and furnishings;
(c) the cost of planning and designing a project, including architectural, planning, engineering, legal, and fiscal advisors' fees;
(d) interest estimated to accrue on bonds during the period of the
construction of the project and for 12 months afterwards;
(e) the cost of issuing bonds to finance the project, including, but
not limited to, printing costs, costs of preparing documents, filing and
recording fees, costs of legal and other professional services, and costs
of underwriting the bonds (including underwriting fees or bond discount); and
(f) such amounts as the governing authority shall find to be necessary to establish one or more reserve funds and to provide necessary
working capital for the project.
(7) "Site" means the real property on which a particular improvement,
facility, or property acquired under this chapter is located.
(8) "Bonds" means any bonds, notes, or other evidences of indebtedness
of a building authority issued under this chapter.
(9) "Mortgage" means any mortgage, trust deed, indenture, pledge,
agreement, assignment, security agreement, financing statement, or
other instrument pursuant to which property may be encumbered as security for obligations.
(10) "Lessee" means a public body that has entered into a leasing contract with a building authority with respect to a project.
629
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(11) "Leasing contract" means a contract entered into by a public body
to lease a project from a building authority for use by the public body
under this chapter.
(12) "Capital actually invested" means, with respect to a particular
project, the principal amount of all outstanding bonds issued to finance
the costs of the project, plus interest, premiums, if any, and fees and
expenses which must be paid to retire the outstanding bonds, less all
amounts in reserves which may be applied to the payment of the outstanding bonds and of these expenses; all costs of transferring title to the
project to the lessee; and all costs of dissolving the building authority,
including, but not limited to, all organizational and incorporation expenses, filing fees, carrying charges, legal fees, architects' fees, contractors' fees, financial advisory fees, and all other reasonable costs and expenses incidental thereto.
History: C. 1953, 11-29-2, enacted
1981, ch. 45, § 1.

by L.

11-29-3. Organization of non-profit corporation
ing authority - Powers and duties.

as build-

(1) The governing body of a public body may organize a non-profit corporation as the building authority for the public body under this chapter, following
the procedures set out in the Utah Nonprofit Corporation and Co-operative
Association Act, (Article 2, Chapter 6, Title 16) solely for the purpose of
accomplishing the public purposes for which the public body exists by acquiring, improving, or extending one or more projects and financing their costs on
behalf of the public body. The authority shall be known as the "Municipal
Building Authority of (name of public body)." The governing body shall approve the articles of incorporation and bylaws of the authority and shall act as
the members of the board of trustees of the authority. The articles of incorporation and bylaws shall provide that members of the board of trustees of the
authority may be removed and replaced by the governing authority at any
time in its discretion. The governing body may, at its sole discretion and at
any time, alter or change the structure, organization, programs, or activities
of the building authority, subject to the rights of holders of the authority's
bonds and parties to its other obligations.
(2) Each building authority is authorized to acquire, improve, or extend one
or more projects and to finance their costs on behalf of the public body that
created it, ·in accordance with the procedures and subject to the limitations of
this chapter, in order to accomplish the public purposes for which the public
body exists.
(3) Except as limited by Subsection (4), a building authority may contract
for or employ all staff and other personnel necessary for the purpose of performing its functions and activities, including contracting with the public
body that created it to utilize the personnel, property, or facilities of the public
body for that purpose, and may include the costs of the contracted services and
employed staff and personnel in the rentals and charges payable to it under
leases or agreements between it and the public body.
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(4) (a) With respect to any public body that creates a building authority
and which has an elected attorney or auditor, or both, the elected attorney
shall be the legal advisor to and provide all legal services for the authority, and the elected auditor shall provide all accounting and auditing
services for the authority. The authority shall reimburse the public body
for legal, accounting, and auditing services so furnished by the public
body, based upon the actual cost of the services including reasonable
amounts allocated by the public body for overhead, employee fringe benefits, and general and administrative expenses.
(b) The provisions of this Subsection (4) shall not prevent the building
authority from obtaining accounting or auditing services from outside
accountants or auditors with the consent of the elected auditor and the
governing body or from obtaining legal services from outside attorneys
with the consent of the elected attorney and the governing body, nor shall
the provisions of this Subsection (4) prevent the authority from obtaining
the opinions of outside attorneys or accountants which are necessary for
the issuance of the bonds of the authority.
(c) Except those services that are paid for from bond proceeds, the
building authority may include the cost of legal, accounting, and auditing
services in the rentals and charges payable to it under leases or agreements between it and the public body.
History: C. 1953, 11-29-3, enacted
1981, ch. 45, § 1.

by L.

NOTES TO DECISIONS
ANALYSIS

Constitutionality.
Debt limitation.
Special commission.
Constitutionality.
The creation, by a county, of a municipal
building authority to finance and construct a
new jail facility, under a plan by which the
authority, not the county, will borrow money
for the construction, does not violate Utah
Const., Art. VI, Sec. 29 (lending of public
credit). Municipal Bldg. Auth. v. Lowder 711
P.2d 273 (Utah 1985).
Debt limitation.
A debt of a municipal building authority for
which the county is not responsible is not sub-

11-29-4.

ject to the restrictions of Utah Const., Art.
XIV, Secs. 3 and 4 (debts of counties). Municipal Bldg. Auth. v. Lowder 711 P.2d 273 (Utah
1985).
Special commission.
A municipal building authority, created under Subsection (1) to finance and construct a
new jail, clearly is not a "special commission",
as that term is used in Utah Const., Art. VI,
Sec. 28 (special privileges). Municipal Bldg.
Auth. v. Lowder 711 P.2d 273 (Utah 1985).

Plans, specifications and estimated costs submitted to governing body.

A building authority proposing to acquire, improve, or extend a project for
the use of a public body shall submit plans, specifications, and estimated costs
of the project to the governing body of the public body. The plans and specifi-
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cations shall include a certificate of the architect or engineer responsible for
planning and designing the project which sets forth the estimated useful life
of the project. The plans, specifications, and estimated costs shall be approved
by the governing body prior to the execution of any leasing contract with
respect to the project and before the building authority begins to acquire,
improve, or extend the project.
History: C. 1953, 11-29-4, enacted by L.
1981, ch. 45, § 1.

11-29-5.

Leasing contracts authorized - Required provisions of contract - Term of contract.

(1) Subject to the provisions of§ 11-29-4 and of this section, a public body
and the building authority created by the public body may enter into leasing
contracts with respect to projects which the authority has acquired, improved,
or extended or will acquire, improve, or extend on behalf of the public body.
(2) Leasing contracts shall provide for the payment by the lessee of rentals
sufficient:
(a) to pay principal of and interest on all bonds outstanding the proceeds of which were used to acquire, improve, or extend the project, and
all fees and expenses of trustees and paying agents for these bonds;
(b) to pay all costs of maintaining and operating the project; and
(c) to accumulate such reasonable reserves as may be deemed necessary by the building authority.
(3) All leasing contracts shall provide that the lessee, if not in default under
the terms of the leasing contract, may:
(a) renew the lease for a fixed term beyond the initial term on giving
specified notice prior to the expiration of the initial term; and
(b) purchase the leased property subject to the terms of the leasing
contract on a date or dates fixed in the leasing contract, but the purchase
price for the leased property shall not exceed that portion of the capital
actually invested in the project by the building authority allowable to the
leased property.
(4) Each leasing contract shall provide that a lessee is not under any obligation to purchase the leased property or under any obligation in respect to any
creditors, shareholders, or security holders of the building authority.
(5) All leasing contracts shall provide that:
(a) upon payment in full of all outstanding bonds issued to acquire,
improve, extend a project, title to the project shall vest in the lessee; and
(b) upon dissolution of the building authority, any assets and net earnings_ of the building authority remaining shall be paid to the lessee in
accordance with § 11-29-12.
(6) Leasing contracts, including any renewals of them pursuant to Subsection (3)(a) shall not have a term which extends beyond the estimated useful
life of the project as certified in§ 11-29-4, but the term shall be limited to not
more than 40 years.
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1981, ch. 45, § 1.

11-29-6.

11-29-7

by L.

Leasing contract prior to acquisition of site or
construction of project authorized - Contractor's bond.

A public body may enter into a leasing contract prior to the acquisition of a
site or the construction of the project. The leasing contract shall provide that
no payment of any lease rental shall be made by the lessee until acquisition or
construction of the project is completed. The building authority shall agree to
furnish or cause the construction contractor to furnish a bond satisfactory to
the lessee conditioned upon final completion of the project as expeditiously as
reasonably possible from the date of execution of the leasing contract and also
conditioned upon delivery of possession of the project to the lessee free and
clear of all liens and encumbrances, except taxes, liens, and encumbrances on
the building authority's interest in the leased property, and easements and
restrictions in the record title accepted by the lessee.
History: C. 1953, 11-29-6, enacted by L.
1981, ch. 45, § 1.

11-29-7.

Leasing contract provision for payment of taxes,
insurance, repairs, and improvements - Provisions for subleasing.

(1) A leasing contract may provide, as part of the lease rental for the leased
property, that the lessee shall:
(a) pay all taxes and assessments levied against or on account of the
leased property or rentals from it;
(b) maintain insurance on the leased property for the benefit of the
building authority and the holders of its bonds; and
(c) assume all responsibility for repair, replacement, alterations, or
improvements to the leased property during the term of the lease.
(2) A leasing contract may provide that the public body may sublease specified portions of a project to other public bodies, the state, and nonprofit corporations, if those nonprofit corporations were formerly public bodies. Where
portions of a project have been so sublet, the sublessor shall continue to be
responsible for the payment of rent due under its lease contract with the
authority.
History: C. 1953, 11-29-7, enacted by L.
1981, ch. 45, § 1; L. 1985, ch. 110, § 1.
Amendment Notes. - The 1985 amendment added "the state, and nonprofit corpora-

tions, if those nonprofit corporations were formerly public bodies" at the end of the first sentence of Subsection (2).
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A.L.R. - Power of municipal corporation to
lease or sublet property owned or leased by it,
47 A.L.R.3d 19.

11-29-8. Lease of project site to building authority - Purchase by authority.
(1) Any public body desiring to have a project for the use of the public body
constructed by a building authority upon a site owned by the public body may
lease the site to the building authority for a nominal rental for an initial
period of time not longer than the period specified in § 11-29-5. The lease for
the site shall provide that in the event the capital actually invested by building authority in improvements constructed upon the site has not been fully
repaid by the lessee at the expiration of the term of the lease on the site, the
building authority shall have an option to renew the lease on the site on the
same terms and conditions for a renewal term which, when added to the
initial term, is not longer than the period specified in § 11-29-5.
(2) A public body may grant an option to the building authority to purchase
a site which is leased to it by the public body within six months after the
termination of the lessee's obligation to make rental payments under the
lease contract pursuant to § 11-29-10 with respect to any project located on
the site, if the lessee defaults in the terms of the leasing contract for the
project and does not exercise its option to purchase under the terms of the
leasing contract for the project.
History: C. 1953, 11-29-8, enacted by L.
1981, ch. 45, § 1.
NOTES TO DECISIONS
County leasing of building site.
The transfer, by a county, of a jail and its
site to a municipal building authority for a
nominal sum is beyond the county's statutory
power. However, notwithstanding §§ 17-4-3
and 17-5-48, which authorize the disposal of
county property only for adequate consider-

ation, the county may lease a building site to
the authority in conformity with § 11-29-5(6)
and Subsection (1) of this section without receiving adequate consideration for the lease.
Municipal Bldg. Auth. v. Lowder 711 P.2d 273
(Utah 1985).

11-29-9. Bonds issued by authority tions.

Terms and condi-

(1) A building authority may issue and sell its bonds for the purpose of
paying the costs of acquiring, improving, or extending a project. Bonds shall
be fully .negotiable for all purposes, shall bear such date or dates, shall be
issued in such denominations and in such form, shall be serial bonds or term
bonds, or both, shall mature at such times not exceeding 40 years from date of
issue, shall bear such interest rate or rates, shall have such registration privileges, shall be executed in such manner, and shall be payable at such places
and in such medium of payment as shall be specified by the board of trustees
of the building authority in the proceedings authorizing the bonds. The board
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of trustees of the building authority may provide for an option to redeem all or
a part of the bonds issued prior to maturity upon terms established by it. The
bonds shall be sold at public or private sale upon the terms, in the manner and
at such prices, either at, in excess of, or below their face value, as determined
by the board of trustees of the building authority. Bonds may be issued in one
or more series. Bonds may not mature over a longer period than the estimated
useful life of the project to finance which the bonds are issued. No person
executing any bond or leasing contract under this chapter shall be subject to
personal liability or accountability by reason of this. Bonds shall be authorized, executed, and issued in accordance with this chapter and the articles of
incorporation and the bylaws of the building authority. No bonds may be
issued by a building authority unless the issuance of the bonds and the terms
of the bonds have been approved by the governing body of the public body.
History: C. 1953, 11-29-9, enacted by L.
1981, ch. 45, § 1.

11-29-10.

Provisions

for payment of bonds.

Except as secured as provided in§ 11-29-11, all bonds issued by a building
authority and the interest on them, shall be payable solely out of rentals or
lease payments received by the authority under the leasing contract with
respect to the project acquired, improved, or extended with the proceeds of
that issue of bonds, and all bonds shall so state on their face. Nothing in this
chapter shall be construed as requiring the state of Utah or any political
subdivision of the state to pay any bond issued under this chapter, or any
interest on them, or (except for the public body) to pay any rental due to a
building authority under the terms of any leasing contract. Neither shall
anything in this chapter be construed as requiring the public body to appropriate any money to pay principal of or interest on the bonds or the rentals
under any leasing contract. If a public body fails to pay any rentals due to an
authority under any leasing contract, that public body shall immediately quit
and vacate the project, and its rental or lease payment obligation thereunder
shall terminate; and the authority may then immediately lease the project in
accordance with the provisions of the proceedings under which bonds are
authorized and in accordance with the provisions of any mortgage given to
secure the bonds.
History: C. 1953, 11-29-10, enacted by L.
1981, ch. 45, § 1.

11-29-11.

Provisions
bonds.

regarding

security

for payment

of

(1) The principal of and interest on any bonds issued under this chapter:
(a) shall be secured by a pledge and assignment of the revenues received by the building authority under the lease contract with respect to
the project financed with the proceeds of the sale of these bonds;
(b) may be secured by a mortgage covering all or any part of the
project;
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(c) may be secured by a pledge and assignment of the lease contract for
that project; and
(d) may be secured by amounts held in reserve funds or by such other
security devices with respect to the project as may be deemed most advantageous by the authority.
(2) The proceedings under which the bonds are authorized to be issued
under this chapter and any mortgage given to secure the bonds may contain
any agreements and provisions customarily contained in instruments securing bonds, including, but not limited to, provisions respecting:
(a) the fixing and collection of rents for any project covered by these
proceedings or mortgage;
(b) the terms to be incorporated in the lease contract with respect to the
project;
(c) the operation, maintenance, and insurance of the project;
(d) the creation and maintenance of reserve funds from the proceeds of
sale of bonds or from the revenues of the project;
(e) the rights and remedies available in the event of a default to the
holders of bonds or to the trustee, as the board of trustees of the authority
may determine in accordance with this chapter. The mortgages, trust
deeds, security agreements, trust indentures, or other security devices
shall provide that no deficiency judgment upon foreclosure may be entered againstthe authority or the public body or the state of Utah or any
of its political subdivisions.
(3) The proceedings authorizing bonds under this chapter, and any mortgage securing these bonds, may provide that upon default in the payment of
the principal of or interest on the bonds or in the performance of any covenant
or agreement contained in the proceedings or mortgages the payment or performance may be enforced by the appointment of a receiver for the project
with power to rent or lease the property or part of it and charge and collect
rents and to apply the revenues from the project in accordance with these
proceedings or mortgage.
(4) Any mortgage made under this chapter to secure bonds issued under
this chapter may also provide that upon default in its payment or the violation of any covenant or agreement contained in the mortgage, the mortgage
may be foreclosed in the manner permitted by law. The mortgage may also
provide that the trustee or the holder of any of the bonds secured by the
mortgage may become the purchaser at any foreclosure sale, if the trustee or
holder is highest bidder. No breach of a mortgage, covenant, or agreement
shall impose any general obligation or liability upon, nor a charge against,
the public body or the general credit or taxing power of this state or any of its
political subdivisions.
(5) The proceedings authorizing the issuance of bonds may provide for the
appointment of a trustee, which may be a trust company or bank having trust
powers located in or outside of this state.
History: C. 1953, 11-29-11, enacted by L.
1981, ch. 45, § 1.

636

MUNICIPAL BUILDINGS AUTHORITY ACT

11-29-12.

Dissolution

11-29-14

of building authority.

(1) The governing body of a public body may at any time dissolve a building
authority created by the public body in the manner then provided in the Utah
Nonprofit Corporation and Co-operative Association Act, subject to the limitations of this chapter.
(2) A building authority may not be dissolved unless all outstanding bonds
and other obligations of the authority are paid in full as to principal, interest,
and redemption premiums, if any, or unless provision for the payment of same
when due has been made.
(3) Upon the dissolution of a building authority:
(a) title to all projects shall vest in the lessee of these projects, and
(b) all assets and net earnings of the authority remaining after a provision has been made for the payment of all outstanding bonds and obligations of the authority shall be transferred to the public body.
History: C. 1953, 11-29-12, enacted by L.
1981, ch. 45, § 1.

11-29-13.

Property, rentals, and bonds exempt from taxation except corporate franchise tax.

All property owned, held, or acquired by a building authority, all rentals
becoming due under leasing contracts, and all bonds issued by a building
authority and the interest accruing on them shall be exempt from all taxation
in this state, except for the corporate franchise tax.
History: C. 1953, 11-29-13, enacted by L.
1981, ch. 45, § 1; L. 1984, ch. 61, § 6.
Amendment Notes. - The 1984 amendment substituted "all taxation in this state,
except for the corporate franchise tax" for "tax-

11-29-14.

ation in this state, including taxation under
the individual income tax laws, the corporate
franchise tax laws, and the ad valorem property and privilege tax laws of this state."

Chapter supplemental to other laws - Non-applicability of other laws - Validation of existing
building authorities.

(1) This chapter is supplemental to all existing laws relating to the acquisition, use, maintenance, management, or operation of projects by public bodies.
(2) It shall not be necessary for a public body or a building authority to
comply with the provisions of other laws concerning the acquisition, construction, use, and maintenance of projects, including, but not limited to, public
bidding laws and the Utah Procurement Code, where the projects are acquired, expanded, or improved under this chapter.
(3) No board, commission, or agency of the state, including the Utah public
service commission, shall have any jurisdiction over building authorities or
projects. The provisions of§ 66-2-1, shall not apply to any bonds issued under
this chapter.
(4) No ordinance, resolution, or proceeding in respect to any transaction
authorized by this chapter shall be necessary except as specifically required in
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this chapter nor shall the publication of any resolution, proceeding, or notice
relating to any transaction authorized by this chapter be necessary except as
required by this chapter. Any publication made under this chapter may be
made in any newspaper conforming to the terms of this chapter and in which
legal notices may be published under the laws of Utah, without regard to the
designation of it as the official journal or newspaper of the public body. No
resolution adopted or proceeding taken under this chapter shall be subject to
referendum petition or to an election other than as permitted in this chapter.
All proceedings adopted under this chapter may be adopted on a single reading at any legally-convened meeting of the governing body or the board of
trustees of the authority as appropriate.
(5) Any formal action or proceeding taken by the governing body of a public
body or the board of trustees of an authority under the authority of this
chapter may be taken by resolution of the governing body or the board of
trustees as appropriate.
(6) This chapter shall apply to all authorities created, projects undertaken,
leasing contracts executed, and bonds issued after this act takes effect.
(7) All proceedings heretofore taken by a public body in connection with the
creation and operation of a public building authority are hereby validated,
ratified, approved and confirmed.
History: C. 1953, 11-29-14, enacted by L.
1981, ch. 45, § 1.
Compiler's Notes. - Section 66-2-1, re-

11-29-15.

ferred to in Subsection (3), was repealed by
Laws 1981, ch. 153, § 1.

Publication of notice of proceedings
of proceedings.

-

Contest

(1) The governing body of any public body, or the board of trustees of any
building authority, may provide for the publication of any resolution or other
proceeding adopted by it under this chapter in a newspaper having general
circulation in the public body.
(2) In case of a resolution or other proceeding providing for the issuance of
bonds, the board of trustees of a building authority may, in lieu of publishing
the entire resolution or other proceeding, publish a notice of bonds to be
issued, titled as such, containing:
(a) the name of the building authority;
(b) the purposes of the issue;
(c) the maximum principal amount which may be issued;
(d) the maximum number of years over which the bonds may mature;
(e) the maximum interest rate which the bonds may bear;
(f) the maximum discount from par, expressed as a percentage of principal amount, at which the bonds may be sold, and any deposit to be
required in connection with the sale; and
(g) the time and place where a copy of the resolution or other proceedings authorizing the issuance of the bonds may be examined, which shall
be at an office of the building authority, identified in the notice, during
regular business hours of the building authority as described in the notice
and for a period of at least 30 days after the publication of the notice.
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(3) For a period of 30 days after the publication, any person in interest shall
have the right to contest the legality of the resolution or proceeding or any
bonds or leasing contract which may be authorized by them or any provisions
made for the security and payment of the bonds or for the security and payment of the leasing contract; and after such time no one shall have any cause
of action to contest the regularity, formality, or legality of same for any cause
whatsoever.
History: C. 1953, 11-29-15, enacted by L.
1981, ch. 45, § 1.

11-29-16.

Bonds as authorized investments
bonds.

-

Deposit of

Bonds issued under this chapter shall be securities in which all persons and
organizations authorized to invest in any obligations of political subdivisions
of this state, may properly and legally invest any funds, including capital
belonging to them or within their control. Bonds are also declared to be securities which may properly and legally be deposited with, and received by, any
state, county, or municipal officer, or agency of the state for any purpose for
which the deposit of any obligations of political subdivisions of this state is
authorized by law.
History: C. 1953, 11-29-16, enacted by L.
1981, ch. 45, § 1.

11-29-17.

Building authority deemed public entity eral construction of chapter.

Lib-

A building authority is a public entity and an instrumentality of the state
performing essential governmental functions on behalf of public bodies. To
better enable building authorities to perform these functions, this chapter
shall be liberally construed.
History: C. 1953, 11-29-17, enacted by L.
1981, ch. 45, § 1.

11-29-18.

Chapter controlling

in conflict of laws.

To the extent that any one or more provisions of this chapter shall be in
conflict with any other law or laws, the provisions of this chapter shall be
controlling.
History: C. 1953, 11-29-18, enacted by L.
1981, ch. 45, § 1.
· Severability Clauses. - Section 2 of Laws
1981, ch. 45 provided: "If any provision of this
act or the application of any provision to any
person or circumstance, is held invalid, the re-

mainder of this act shall not be affected
thereby."
Effective Dates. - Section 3 of Laws 1981,
ch. 45 provided that the act take effect upon
approval. Approved March 28, 1981.
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